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Streszczenie:  Artykuł przedstawia wpływ procesu europeizacji na organizacje i ludzi w krajach 
środkowowschodniej Europy. Jego cel jest trojaki: po pierwsze, ukazane są różne aspekty inte-
gracji europejskiej – od  procesów po ich rezultaty i dalsze perspektywy. Po drugie, artykuł za-
wiera analizy i może stanowić przyczynek do dalszych badań dotyczących stale rosnących inte-
rakcji pomiędzy polityką ekonomiczną EU i jej odzwierciedleniem w prawie a standardami 
społecznego protekcjonizmu. Nawet jeżeli w pierwszych stadiach integracji europejskiej prze-
ważał wymiar ekonomiczny, co obniżało koszty transakcji dla firm, głębokie zmiany wynikające 
z europejskiej integracji ekonomicznej mają istotny wpływ na narodowe systemy bezpieczeń-
stwa socjalnego. Na obecnym etapie integracji europejskiej wymiar czysto ekonomiczny traci 
sens i jedynie ekonomiczne podejście nie może już być dłużej bodźcem dla dalszej integracji.  
Z drugiej strony standardy społecznego protekcjonizmu w krajach członkowskich są ciągle jesz-
cze różne. Co więcej rola społecznego wymiaru w prawnych regulacjach jest ciągle w Unii Eu-
ropejskiej dyskutowana i analizowana. W części trzeciej artykuł zawiera analizę wybranych 
aspektów europejskiego prawa pod kątem jego znaczenia dla przedsiębiorstw. Sama w sobie 
europeizacja prawa jest częścią szerszego dyskursu o roli prawnych regulacji i społecznego 
protekcjonizmu. Autor przedstawia teoretyczne przesłanki zwolenników i oponentów systematy-
zacji (być może europeizacja prawa mogłaby być osiągnięta w wyniku współzawodnictwa naro-
dowych systemów prawnych) i jej możliwy wpływ na decyzje podejmowane w przedsiębior-
stwach oraz zmiany w ich strukturze. Analizując propozycje systematyzacji prawa Unii 
Europejskiej i ich możliwe alternatywy posługuje się wynikami badań przeprowadzonych  
w przedsiębiorstwach w regionie Kowna na Litwie. 
 
Abstract: The paper explores the role of Europeanization process for business entities and 
humans in Central and Eastern Europe states. The purpose of the paper is three-fold. Firstly, 
the paper seeks to bring out into the open various aspects of the European integration – from 
process and outcome perspectives. Secondly it provides evaluation of conflicting values. Spe-
cifically the paper provides an analysis and proposes avenues for further thought as regards the 
growing interactions between European economic policies in private law area and social protec-
tion standards. So even though economical dimension at first stages of European integration 
has prevailed and it decreased transaction costs for companies, the profound changes resulting 
from European economic integration have a major impact on national social security systems. 
At the current level of European integration purely economical dimension has lost its sense and 
purely economical consideration could not be a stimulus for further European integration. On 
the other hand social protection standards in the member states are .not yet converging. Fur-
thermore the role of social dimension in regulation is discussed and analysis of European inte-
gration process is provided. Finally the paper provides analysis of European private law and its 
importance for business entities. Europeanization of private law itself is a part of the general di-
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scourse of role of regulation and social protection in Europe. The theoretical premises of the 
proponents and opponents of systematization (then Europeanization of private law could be 
made through competition of private law systems) and possible influence on the decisions made 
by business entities and their structure is provided. The author therefore analyzes EU proposals 
for systematization of private law, and possible alternatives for systematization. Particular em-






A company is one of the main vehicles of the free market economy. 
Even then a company by its nature, is an artificial creature, and is formed for 
a simple reason: to receive profit, it has not been isolated from outside world. 
Furthermore an overwhelming human factor influences this entity, due to  
a company’s structure and functions, and could be useful or not, be  
a burden or the main instrument of profit making. Decisions to create this en-
tity, get sources for this expansion, all daily functions have been made by  
humans with their own ambitions, concerns and interests. Actions of compa-
nies make an impact on groups of people and local communities. Business 
entities are not immune either from decisions of public authorities and trans-
national integration. So for example recognition of a company’s legal rights is 
made by public authorities according to settled standards for  
a company’s legal personality. European integration is another challenge for 
business entities. Noticeable that at the first stages of European integration 
economic interests has prevailed and companies could enjoy decreased 
transaction costs in European single market. Those interests are protected 
by European law. The key legal principles for business entities and humans 
in the EU are rather economical by its nature, namely so called four great 
freedoms (freedom of movement of goods, services, capital and people) and 
they shouldn’t be compromised to achieve  unclearly defined public goals. 
Humans at first stages of European integration have been treated purely 
from the economic perspective, namely as one of the factors of production 
and was a “worker”. Only when certain levels of economic integration has 
been achieved in Europe, humans become “persons” with certain relevant 
rights attached. Specifically, freedom of movement of persons in the EU in-
cludes the social security of migrants and related problems of migration such 
as education and language problems. So the profound changes resulting 
from European economic integration have a major impact on national social 
security systems: for example at the initial stages of European integration 
European private law rules have aimed to create better conditions for trans-
actions for business entities, those rules have been remodeled according to 
social protection standards and European private law has addressed some 
of them by introducing mandatory standards. Furthermore, especially during 
this current economic crisis, European economic growth strategy and finan-
cial assistance for entrepreneurs as never before are important in Central 
and Eastern Europe countries (further in the text CEEC). 
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Interdisciplinary methods are used for this paper while the topic is 
related to law, economics and partially to political science. To develop argu-
ments, further balances of values approach have been applied. So in this 
paper one of the key questions is: how economical integration and reduction 
of transaction costs and other benefits for business entities could be consid-
ered as value or should it be evaluated as an element of more complex so-
cial, economical and political mechanisms.  
To make research practically applicable and to receive up to date 
factual information a questionnaire research method has been used. The 
outcome of the analysis of theoretical literature and European institution and 
Member States policy documents, private law rules, have served as a basis 
to formulate the questionnaire questions. In addition to that interviews with 
representatives have been made to prove the outcome of the questionnaire.  
Objects of research are: 
1. Evaluate role of regulation for business entities;  
2. Assess different factors of Europeanization and nature of Euro-
pean integration; 
3. Distinguish different methods of the Europeanization of private 
law and their economical significance; 
4. Formulate practical suggestions for public authorities.  
 
 
Interaction between Social Europe  
and European economical integration  
 
Market is guarantee of our freedom1 
Norbert Walter, chief economist at Deutsch Bank 
 
 
The humans and business entities have to be newly defined in the 
CEEC due to European integration. During integration process, different le-
gal provisions protecting interests of persons, guarantees of their rights have 
been adopted. On the other hand the novelty of integration itself in the CE-
EC initiated discourse how European Community actions could be justified 
especially when decisions of European institutions are unpopular in the 
community and when measures taken by European institutions have any 
negative outcome. Currently discourse about the nature of the EU in the 
CEEC is limited and integration into European Union initially has been asso-
ciated with economic growth and prosperity. Noticeably  there are several 
positions about European integration; one is that the EU is an intergovern-
mental organization, another that it has features of a federal state. The third 
way is to combine these two models and assume that the EU has a multi-
level system of governance. According to this approach, balance is not shi-
                                                     
1 Hammer W., 2008: Walter mahnt: Marktwirtschaft nicht verteufeln, Luebicker Nachrichten. 
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fted towards national sovereignty or growth of regulatory powers2. This sys-
tem of governance is justified by a new model of democracy. Accordingly 
Robert A. Dahl democracy could be created in supranational institutions and 
that to implement the will of the majority is not the main element of  democ-
racy, and democracy could be achieved not only through direct connection 
and responsibility of institutions to individuals in these communities, but as 
well through improving the institutions working procedur3. Multilevel system 
of governance could justify European Community actions (especially after fa-
ilure to adopt the EU constitution) in areas traditionally assumed by state au-
thorities, even then according to the traditional position only states authori-
ties have the monopoly.  
By its nature European integration has been torn between social 
protection and economic integration. The social protection issues in the EU 
are not unique and are rather based on theoretical discourse about equality 
in legal theory literature, namely the welfare state model which became pre-
dominant in Europe after the Second World War. Equality has been under-
stood in several ways. Firstly the welfare of the worst off people has to be 
maximum or as extensive as possible with the consequence to give absolute 
priority to improvements of the situation of those worst off over any im-
provements for better-off persons4. Secondly an individual welfare should be 
distributed as equally as possible (and, additionally, the sum of the individual 
welfare should be as high as possible)5. It emphasizes efficiency and priority 
for worse-off people – without possessing their disadvantages. On the other 
hand the main issue of equality is not to create average equality in state or 
by helping the worse off affecting the better off (the remainder of the popula-
tion). Otherwise European integration and European social model could be-
come similar to totalitarian state welfare models created in socialist states. 
Specifically such communities could lose their creative people who are not 
afraid to take risks and whose contribution to society is huge (especially then 
they are free to leave that community). They can emigrate to other societies 
with smaller burdens, with more flexible taxation system and not so heavy 
mandatory requirements upon them. So equality itself may not be a virtue 
because there are many other conflicting virtues in society, taking liberty, 
human dignity, and freedoms etc. into account. Public institutions should on-
ly create opportunities for the worst off, not to introduce total equality 
amongst people; otherwise balance between virtues will be destroyed and 
competitive advantages could be destroyed. Only justified measures could 
be used and rule of law principles should be observed.  
 
But the EU measures in social protection are not unanimous and 
shared with the member states according to the subsidiarity principle. So de-
                                                     
2 Joerges Ch., 1997: The Impact of European Integration on Private Law: Reductionist Percep-
tions, True Conflicts and a New Constitutional Perspective, European Law Journal, Vol. 3,  
387-388. 
3 Dahl R., 1989: Democracy and Its Critics. 
4 Rawls J., 1971: A Theory of Justice, 302. 
5 Dworkin R., 1981: What Is Equality?, Philosophy and Public Affairs 10, 185-246; 283-345. 
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spite the European Union initiatives in the social field, European integration 
has not led to convergence on one welfare state model, either with regard to 
size – measured as the proportion of GDP devoted to social spending – or in 
terms of its composition. On the other hand leaning of the EU towards social 
Europe is obvious from the new Lisbon Treaty, Article 3(3) which describes 
the internal market in the following way:  
“The Union shall establish an internal market. It shall work for the 
sustainable development of Europe based on balanced economic growth … 
a highly competitive social market economy, aiming at full employment and 
social progress”.6 
But critics of such broad EU social policy definition argued that one 
of the central elements of the EU economy underperformance is namely  
a social issue and too generous welfare states represented a constraint on 
competitiveness. Even then high social protection standards have been ma-
intained and financed the EU and the member states had to face the conse-
quences of rapid and massive internationalization of the economy. Currently 
globalization in the EU has been understood as a threat to balanced eco-
nomic growth and the idea to create European Globalization adjustment 
fund7 prooves that.  
Ideologies deal with crossroads between economic and social di-
mensions of European integration differently. There are different political po-
sitions on how to deal with European economic integration and social protec-
tion depending on political ideologies8. From one side neoliberalism seeks to 
insure that the European- internal market has been not affected by political 
interference and European market integration has been regulated by minimal 
set of rules. Furthermore there are market-liberals seeking selective Euro-
pean and national regulation of market forces, and, in part, nationalists intent 
on sustaining state sovereignty9. Opposing them are social Christian democ-
rats and market-oriented social democrats supporting regulated capitalism at 
the EU level, and increasing the EU role in regulation to achieve  
a European-wide social market economy. Many of these proponents con-
cede that markets rather than governments should allocate investment, but 
many also insist that markets work more efficiently if the state helps to pro-
vide collective goods including trans- port infrastructure, workforce skills, and 
cooperative industrial relations10. 
 
  
                                                     
6 Lisbon Treaty of 17 December 2007, Article 2 (treaty is not ratified yet). 
7 European Parliament and of the Council regulation 1927/2006 of the of 20 December 2006 on 
establishing the European Globalisation Adjustment Fund. 
8 Crouch C., Streeck W., 1997: Institutional Capitalism: Diversity and Performance, in Crouch C. 
and Streeck W. (eds.) Political Economy of Modern Capitalism: Mapping Convergence and  
Diversity, 1-19.  
9 Hooghe L., 2000: Euro-Socialists or Euro-Marketeers? EU Top Officials on Capitalism,  
The Journal of Politics, Vol. 62, No. 2, p. 431. 
10 Hooghe L., 2000: Euro-Socialists or Euro-Marketeers? EU Top Officials on Capitalism,  
The Journal of Politics, Vol. 62, No. 2, 431.  
106 A. Sabanas 
Seria: Administracja i Zarządzanie (8)2009  ZN nr 81 
Europeanization of private law 
 
The debate in Europeanization of private law as a part of general di-
scourse of role of regulation in  the EU has become particularly intense with 
the emergence of European Community institution initiatives to promote  
a “European code” or something below that level like a “common frame of re-
ference”11. The proposal for a single source of the EU private law could be 
used as a tool to decrease transaction costs in the Single Market and is one 
of the tools for the creation of European identity. Especially significant is re-
gulation of transnational elements while it significantly reduces costs of tran-
sactions. For example in the EU more than one in every three takeovers is of 
a cross-border nature and harmonization of takeover regulations will benefit 
the German economy in particular, since more than 70% of all takeovers the-
re are conducted across borders12. But despite plans to draft a single source 
of European private law, the process of Europeanization of private law has 
been rather unsystematic and only several institutes of private law have be-
en harmonized (for example Unfair Contract Terms13, Consumer Credit14 in-
stitutes).  
In addition to purely economic logic based on formal legal rationality, 
for discourse of Europeanization of private law, social protection law is  
a significant part of Single European Code because most of the EU legisla-
tion in the private law field introduced mandatory requirements defending 
common social protection standards. But social protection standards is one 
of the areas to be compromised at least in some EU member states because 
even then some of the social provisions of private law systems of the mem-
ber states could be incorporated into European Code, some of the provi-
sions will be not incorporated into European Code. Therefore there is an ex-
pressed fear especially from countries with a high level of social protection 
that as an outcome of Europeanization of private law the level of social pro-
tection will be downgraded. So we will constantly confront two logics and the 
tensions between them, namely the economic logic of the Europeanization 
of private law and welfare model. Especially inclusion of social standards in-
to European Civil code could be problematic due to the nature of private law 
itself. Private law system itself is a state resistant and was independent from 
political will and traditionally private law rules have been used to facilitate 
                                                     
11 The concept of “Europeanization” is employed in theoretical literature to assess the European 
sources of domestic politics. 
12 Wagner O., 2003: EU Takeover Directive – Success after 30 years of discussion?, in EU 
Monitor Financial Market Special, Deutsche Bank Research, 4.  
13 Council Directive 93/13/EEC of 5 April 1993 on unfair terms in consumer contracts, Case  
C-240/98, Océano Grupo Editorial SA v Roció Murciano Quintero, Case C-473/00, Cofidis SA  
v Jean-Louis Fredout, Case C-237/02 Freiburger Kommunalbauten GmbH Baugesellschaft  
& Co. KG. v. Ludger Hofstetter and Ulrike Hofstetter as Council Directive 93/13/EEC of 5 April 
1993 on unfair terms in consumer contracts  
14 Council Directive 87/102/EEC of 22 December 1986 for the approximation of the laws, regula-
tions and administrative provisions of the Member States concerning consumer credit (modified 
by Directives 90/88/EEC and 98/7/EEC), Case C-481/99, Georg Heininger and Helga Heininger 
v Bayerische Hypo- und Vereinsbank AG. 
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business transactions in politically divided Europe. Only from 19 century de-
velopment of private law has been restricted by state borders and authorized 
by state authorities because private law has been used as one of factors to 
create central governance in a state. It is seen as a natural corollary that 
creation of modern state and creation of civil codes had occurred at the sa-
me time (France, Germany, and Italy)15. This movement destroyed common 
development of European private law because there was a period of Euro-
pean history when European countries had substantially uniform legal rules 
and private relationships have been regulated by European common law16.  
Despite public authorities preoccupation with private law, many in-
formal substitutes for legal enforcement and protection of property and con-
tract rights are created. Even then some of them are enforced by law, for ex-
ample arbitration or ADR, other institutes are based more on pure power 
such as alternative merger (so that disputes between independent firms be-
come purely internal); bilateral monopoly, which can provide a substitute for 
legally enforceable employment contracts, strong-arm tactics, such as those 
used in illegal markets; and altruism, which enables many family-owned 
firms to operate effectively outside a legal framework. The importance of 
such substitutes is confirmed by the fact that property rights and contract en-
forcement are methods of coordinating and optimizing economic activity that 
long predate the state and formal legal institutions17.. Some of those substi-
tutes are promoted by state institutions; some substitutions create substan-
tial problems while it leaves social vulnerable groups unprotected. On the 
other hand  even then the European Code will include high standards of so-
cial protection, it could not guarantee any positive outcome for social protec-
tion and capabilities of public authorities should be improved firstly.  
 
Competition of laws 
 
Business entities react to the changes of private law systems and 
they can choose between specially business friendly tailored legal rules. 
When public authorities ignore needs of companies, they can choose coun-
tries outside the EU to conduct business. Noticeable that competition for 
scarce factor of production capital is extremely high. So called “regulatory 
competition” could be used to insure dynamic nature of European private 
law, to achieve the best results for competition for capital.  As an outcome of 
competition the best tailored rules from one member state will be adopted by 
other states,  otherwise it could create an unbalanced movement of factors 
of production. The debates of the EU about regulatory competition had been 
initiated by the Padoa-Schioppa Report18. The basic conditions according to 
                                                     
15  Wai R., 2002: Transnational Lift off and Juridical Touchdown: the Regulatory Function of Pri-
vate International Law in an Era of Globalisation, Columbia Journal of Transnational Law, 253.  
16 Lupoi M., 2000: The Origins of the European Legal Order, 1.  
17 Posner R. A., 1998: Creating a Legal Framework for Economic Development, in The World 
Bank Research Observer, vol. 13, 2.  
18 Padoa-Schioppa T., 1987: Efficiency, Stability and Equity: a Strategy for the Evolution of the 
Economic System of the European Community.  
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Catherine Barnard for regulatory competition are a wide choice of different 
jurisdictions and knowledge of these differences19. First should be diversity 
in the laws of the individual member states, and their private law systems 
should survive attempts of harmonization, making it possible for the member 
states to look for efficient and workable rules. Secondly, knowledge about 
differences, when knowledge of member states legal systems could be in-
creased by transnational legal science and transnational legal firms. Discus-
sions about regulatory competition are focusing an evaluation of regulation 
outcome because only that regulation can be justified if it repairs market fail-
ures, and minimizes regulatory costs20. Economics of federalism studies 
contributed as well to competition of private law research, while it deals with 
how  federalism fosters and distorts markets, and functioning of redistributive 
politics work in decentralized settings. In theoretical literature there are dif-
ferent positions towards regulatory competition. As it has been argued firstly 
it could strengthen diversity of rules best tailored for business entities or it 
could lead to de facto uniformity of laws. Furthermore it could lead to re-
moval of ineffective rules. EU harmonization praxis may supplement or even 
encourage the process of evolutionary adoption in laws in the member sta-
tes. US debates show the difference between areas of law which are left to 
competition between states, and other areas which are governed by federal 
legislature as a monopoly regulator. On the other hand regulatory competi-
tion leads to so called rise to the bottom issue when all possible standards 
for business entities could be downgraded in one state and others follow in 
order to be attractive for business entities. Such development could produce 
undesirable outcomes for the whole community and individuals while it could 
be only orientated to short term goals but interests of the community as a 
stakeholder will be ignored. Especially with recent European Union enlarge-
ment, new Eastern-European member states would imply that the differ-
ences between the various systems could increase, and certain business 
praxis and not so strong supervision of mandatory requirements could create 
a basis for social dumping, or migration of capital. But space for dumping is 
a rather tiny one if there is still a space for a countries to compete in the EU 
because one of the central elements of the EU is a social issue and for in-
stance the EU company law deals mainly with it21. On the other hand even 
                                                     
19 Barnard C., 2000: Social Dumping and the Race to the Bottom: Some Lessons for the Euro-
pean Union from Delaware, European Law Review, Nr 25, 65-66.  
20 Sun J.- M.,  Pelkmans J., 1998: Regulatory Competition in the Single Market”, in R. Baldwin, 
C. Scott, Ch. Hood, A Reader on Regulation, 444. 
21 Council Directive 75/129/EEC of 17 February 1975 on the approximation of the laws of the 
Member States relating to collective redundancies; Council Directive 92/56/EEC of 24 June 
1992 amending Directive 75/129/EEC on the approximation of the laws of the Member States 
relating to collective redundancies, Council Directive 77/187/EEC of 14 February 1977 on the 
approximation of the laws of the Member States relating to the safeguarding employees’ rights 
in the event of transfers of undertakings, business or parts of undertaking or business, Council 
Directive 80/987/EEC of 20 October 1980 on the approximation of the laws of the Member 
States relating to the protection of employees in the event of the insolvency of their employer, 
Council Directive 94/45/EC of 22 September 1994 on the establishment of a European Works 
Council or a procedure in Community – scale undertakings and Community- scale groups of 
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then welfare standards are diminished as it has been argued the benefits 
from welfare reform tend to be diffuse and visible only in the long term,  
whereas its costs are concentrated on the same generation of wage earners 
that would pay for implementing reform but miss the benefits from it22.  
 
Legal framework for business  
 
 Freedoms of movement of goods and services guarantee that trans-
action costs in the Single Market have been reduced. Experience of CEEC 
integration into European single market shows, that in the CEEC one of the 
main factors of continued economic growth are exports to Western Europe 
which takes between 60 and 70% of CEEC-8 exports23. Foreign direct in-
vestments (further in text- FDI) is another factor for economical growth and is 
important to create workplaces in country. There are several arguments why 
the effectiveness of the legal system should be determinant of FDI even 
when there isn’t any empirical evidence24. Specifically one of the key factors 
for FDI is suitably tailored for investors’ needs company law institute. Com-
pany itself is “an artificial being, invisible, intangible, and existing only in con-
templation of law”25. By company law different interests of groups (share-
holders, management, stakeholders or financial institutions) could be 
protected and countries could choose whom to prefer in their legislation.  
Especially unbearable could be when a country could choose to downgrade 
standards in order to affect decisions made by one interest group which ma-
kes decisions for the company and other countries could choose this  
example (so called “rise to the bottom” issue).  
Recognition of companies legal personality created in other coun-
tries is crucial for business entities decisions to conduct business in other 
countries. Noticeable that existing competing theories of recognition make it 
difficult to recognize a company created in one state which would be prob-
lematic in another because of division between the member states doctrines 
in company law, namely real seat theory and incorporation theory has been 
not solved yet. According to real seat doctrine a state has jurisdiction over 
company operating in its borders, even if they are registered or have seats in 
                                                                                                                            
undertakings for the purposes of informing and consulting employees, Council Directive 
75/129/EEC of 17 February 1975 on the approximation of the laws of the Member States relat-
ing to collective redundancies, Council Directive 77/187/EEC of 14 February 1977 on the ap-
proximation of the laws of the Member States relating to the safeguarding of employees’ rights 
in the event of transfers of undertakings, business or parts of undertakings or business, Euro-
pean Parliament and Council Framework Directive 2002/14/EC of 11 March 2002 for informing 
and consulting employees establishing a general framework for informing and consulting em-
ployees in the European Community. 
22 Marzinotto B., 2006: The unnecessary European social model.   
23 Schröder U., 2003: Resilient growth in the EU acceding, Countries, in Reports on European 
integration, EU Monitor, No. 1, Deutsche Bank Research, 18.  
24 Ferry A., 2000: Effective legal systems and foreign direct investment: in search of the evi-
dence, International and Comparative law quarterly, vol. 49, 779.  
25 Kersting Ch., 2002: Corporate Choice of Law – a Comparison of the United States and Euro-
pean Systems and a Proposal for a European Directive, Brooklyn Journal of International  
Law, 12. 
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other countries. Especially, this doctrine is used to justify protection of social 
protection standards in a state. Furthermore, as a rule, a host state has an 
interest in obtaining information on the business activity of foreign corpora-
tions within its borders. Interference of European institutions especially in the 
form of transnational rules is helpful to overcome stubbornness of a state. 
Even then there are certain numbers of EU legislation in company law field, 
differences between national companies laws of member states still exist. 
With existing differences one of the key issues is recognition of a company 
created in one state in another member state. Initially freedom of movement 
of companies has been developed by the case law of the ECJ26. In the treaty 
of Lisbon recognition of company even more elaborated and recognition of 
companies personality is protected by freedom of movement of person’s in-
stitute27. Those changes could be based on evaluation that corporate mobil-
ity could be one of the main factors to improve significantly in the perform-
ance of European firms. Furthermore corporate mobility plays a crucial role 
in fuelling economic growth, creating new jobs, and providing for innovative 
and new technologies. It ensures that firms of all sizes could operate 
throughout the Single Market without being hampered by severe constraints 
resulting from the different corporate laws in each state. But corporate mobil-
ity could be insured only by application of incorporation theory and based on 
federal state model experience from the United States. But European institu-
tions and member states should safeguard social protection to avoid “rise to 
the bottom” issue. Noticeable even then competition of private law meets the 
needs of business entities and they could react to those needs, human be-
ings are rather more attached to the places. Initially, in the “real” world, mo-
bility of persons should have two prerequisites for making exit effective, that 
is: legal guarantees of freedom of movement for persons and resources, and 
application of the principle of mutual recognition28. On the other hand only 
the EU provides such level of protection for persons in transnational mobility. 
But waves of emigration from one member state to another are signs of lack-
ing social protection in some member states.  
Social protection and other public interests should be included into 
the private law system, because even private law rules regulate relationship 
between private persons, some of the institutes of private law have public si-
gnificance. Public interests in private law European wide have been pro-
tected by mandatory requirements and indirectly through financial instru-
ments. So for example as an alternative factor for economic growth would be 
the creation of entrepreneurship culture and financial instruments have been 
directed towards it through EU financial instruments for Small and Medium 
enterprises (further in text - SME). Those measures even though they are 
indirectly associated with social protection, could radically change economi-
                                                     
26 Case C-212/97, Centros Ltd. v. Erhvervs-og Selskabsstyrelsen. Case C-208/00, Überseering 
BV v. Nordic Construction Co Baumanagement GmbH. Case C-167/01, Kamer van Koophandel 
en Fabrieken voor Amsterdam v. Inspire Art Ltd.    
27 Lisbon Treaty of 17 December 2007 (treaty is not ratified yet). 
28 Barnard C., Deakin S., 2002: Market Access and Regulatory Competition, in C. Barnard,  
J. Scott (eds.), The Law of the Single European Market, 197-224. 
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cal development in the CEEC because current economic growth in those 
countries have been based on FDI. Specifically SME still could be regarded 
as one of the most important tools for employment in the country and re-
garded as one of the engines of economic growth29.SME success is closely 
connected to the unprecedented changes in private law caused by European 
integration and increasing transboundary trade within the EU. The reduction 
of regulatory red tape, in particular, is helpful to stimulate innovation and 
success in Europe’s SME sector30. In the current financial crisis importance 
of EU initiatives and measures for SME are significant because in continen-
tal Europe SME expansion has been based rather on loans than attraction of 
capital in the stock market. Noticeable that financing innovative SME is con-
sidered by many finance providers as a risky activity due to high transaction 
costs and low returns, especially at the early-stage31: So the European 
Commission initiated measures to generate more risk capital investments, to 
develop bank finance for innovation and to make existing financing systems 
more SME friendly while there is a lack of an equity investment culture, in-
formational problems and market fragmentation32. But European institutions 
deal with SME in rather unsystematic ways and only several of the problems 
have been addressed by EU legislation. One of the few examples would be 
late payment directive. It addressed excessive payment periods and late 
payment while these problems are a major cause of insolvencies threatening 
the survival of businesses and result in numerous job losses33. Finally is up 
to the Member States to ensure that the regulatory and fiscal environment 
will be suitable for SME34.  
 
Materials of research for European integration in business from CEEC 
 
Lithuanian integration into European single market is one of the 
challenges to be faced by Lithuanian entrepreneurs. Research has been 
made to find out how economic integration affected business entities and 
their decisions and how national and local public authorities cooperate with 
representatives of SME. A questionnaire about some aspects of human fac-
tor in business was developed for getting information for analysis and was 
given to 70 respondents from representatives of SME chosen coincidently in 
Kaunas region, Lithuania in September, 2007. 12  respondents refused to 
provide any data and motivated it by lack of confidence, time, and possibility 
                                                     
29 Oxford Analytica Ltd (study for the London Stock Exchange), 2005: Assessment of the Eco-
nomic Benefits and Opportunities for a Pan-European Growth Market, 6. as as.  
30 EU Commission, 2006: Press release IP/06/893, Initiative to boost growth of SMEs: EU wants 
to triple early-stage capital investments.   
31 EU Commission, 2006: Press release IP/06/893, Initiative to boost growth of SMEs: EU wants 
to triple early-stage capital investments.   
32 European Commission, 2006: Growth and jobs: Commission provides more means to finance 
innovative SMEs MEMO/06/259.  
33 European Parliament and of the Council Directive 2000/35/EC of 29 June 2000 on combating 
late payment in commercial transactions. 
34 Initiative to boost growth of SMEs: EU wants to triple early-stage capital investments, Press 
release IP/06/893, 30/06/2006. 
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to see any results. Research has been used to prove hypothesis of theoreti-
cal literature: 
1. Law is an important factor for decisions made by business enti-
ties; 
2. European integration created new perspectives for business;  
3. Dialogue between representatives of SME and public institution 
should be improved;  
4. Representatives of SME should be included into decision making 
procedure;  
5. SME needs not only financial support but as well proper infra-
structure to compensate lack of knowledge and possibility to in-
vest into human resources. 
The results of the questionnaire shows some aspects of the results 
of European integration for business entities in the CEEC. The results of the 
research show that even though European integration gives more beneficial 
conditions to do business, they have been not used practically and expan-
sion to other EU member states is limited (figure 1). Specifically to question 
“Is European integration beneficial for business in the CEEC” respondents 













Figure 1. Benefits for business entity from integration into Single Market 











Figure 2. Conditions for business entities after European integration  
Rysunek 2. Warunki prowadzenia działalności gospodarczej  po integracji europejskiej 
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The answer shows us that business entities in most cases are rather 
orientated to the national market then to the Single Market. It means that 
companies are not looking to European economic integration as one of the 
factors for their business and are not using benefits from it and they are not 
focusing to build up and strengthen competitive advantages. Especially im-
portant for efficient competition in the Single Market are European economic 
growth agenda and relevant documents. As data (figure 3) shows respon-
dents in Kaunas region have some general ideas about economic growth 
policies as far as it is correlated with their business but they are not familiar 

















Figure 3. Familiarity with economic growth strategies 
Rysunek 3. Znajomość gospodarczych strategii rozwoju 
 
Even though respondents are familiar with economic growth strate-
gies to a limited extent, most of  them provided information that European 












Figure 4. Importance of EU business strategies 
Rysunek 4. Znaczenie biznesowej strategii EU  
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Figure 5. Lawyer in business entity 
Rysunek 5. Prawnik w podmiocie gospodarczym 
 
All  respondents provided information that legal knowledge is impor-
tant for business. But most business entities do not have lawyers (figure 5). 
Furthermore around one third of respondents are not sure if law is important 
for business entities. Especially it could be difficult for business entities to 
make decisions according to legal requirements existing in other countries 











Figure 6. Importance of law for business 
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Figure 7. Expectations from EU, national and local institutions  
Rysunek 7. Oczekiwania od EU, krajowych i lokalnych  instytucji 
 
Respondents wish from the EU and national and local institutions 
that institutions would provide information about possible changes –
especially high number of average  answers (5,19) and low standard devia-
tion (1,235) show that. As well respondents expect legal information (aver-
age – 4.83, standard deviation – 1,286), effective application of legal norms 
(average – 4.84, standard deviation – 1,240) and professional consultation 
(average – 4.72, standard deviation – 1,399). Less important for respon-
dents is participation in decision making procedure (average – 3,17, stan-
dard deviation – 1,477). Noticeable that EU institutions emphasize the impor-
tance of participation in decision making procedure but most likely it would 
be difficult for representatives of business entities to participate in this proc-
ess without participation in professional organizations.  
 
Outcome of research:  
 
• Even though after European integration conditions for business entities 
are recognized as have been improved, organizations do not participate 
actively enough in the European single market; 
• Most business entities can not hire lawyers but they are not cooperating 
with each other because there isn’t any tradition for cooperation between 
business entities; 
• Even then all respondents agree that legal knowledge is important for bu-
siness, only some of  the respondents doubt about the importance of law 
for business; 
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• Participation in decision making procedure has been neglected by busi-
ness entities. 
 
Practical suggestions for public authorities  
 
1.  Law is one of the key factors for decisions made in organizations but they 
do not have a lawyer. Participation in associations could be one of the so-
lutions and public authorities should take initiatives in this field.  
2.  Currently active participation in the European single market is not a prior-
ity for firms from the CEEC even after integration to the EU. That has be-
en caused partially by lack of information, as well as lack of initiatives. 
Even then economic development strategies could help to expand busi-
ness and compete in the European single market, more coherent imple-
mentation plans would be helpful, especially when they would be drafted 
with participation of representatives of business entities.  
3.  In the CEEC (at least in Lithuania) creation of an entrepreneurship culture 
should be one of the main priorities as state institutions as municipalities, 
mistrust of public authorities towards private bodies and SME still exist 
and is characteristic for the period of transformation. Furthermore inter-
ests of private bodies and SME are not adequately represented at public 
administration. Increasing qualification of personal of public administra-
tion, better public relations and with more defined procedures and re-
sponsibility would be helpful.   
3.  It would be useful for public authorities to evaluate the process of Euro-
peanization of private law in their plans and strategy documents and 
promote soft law initiatives by endorsing them. 
4.  In public administration, namely in the field of administrative regulation, 
effect analysis of decisions should be made. Representatives of SME 
should be included into the process of decision making.  
5.  Private law should be considered as one of the economic growth factors 
in economic development strategies. Measures in private law field based 
on public interests (mandatory requirements) should be justified and ex-




Europeanization of private law is a part of general discourse about 
competence, role of regulation, and evaluation of public and private inter-
ests. In this discourse European scholars made main distinction between the 
social core of the European integration and purely economical element of 
the Europeanization then European integration has been based on purely 
economical logic: namely creation of the European single market, which re-
presents a form of homogenization and has been based upon the norms of 
liberal school. Representatives of the purely economical argument of the Eu-
ropean integration quite often had been blamed for the negligence of social 
issue of the European integration. They have considered social protection 
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issues from a purely economical perspective, as one of the burdens in com-
petition which is often too heavy to accept. On the other hand the represen-
tatives of so called social school are rather more concerned with the social 
rights then general issues of the European integration, and interests of em-
ployees are neglected. Such situation could lead to the assumption that two 
potential, and obviously rival, institutes – namely the economical and social 
coexist with each other. Specifically current process of Europeanization of 
private law is significant from several perspectives: firstly European private 
law could be an important factor to achieve economic growth. Secondly 
common European social protection standards could cure so called “free rid-
ing” problem when competition for investments could decrease social stan-
dards in Europe. European institutions are active to introduce mandatory 
standards and several institutes of private law with a transnational element 
have been harmonized. The social model should be not understood, espe-
cially in time of financial crisis, as an aim to be achieved at any costs, and 
economic interests should always prevail. Problematic issue of the EU social 
protection is that high mandatory requirements could be overcome by using 
parallel legal institutes to avoid social protection law. Specifically the CEES 
are dealing with their own peculiar problems such as the role of shadow 
economy, for example in employment relationship when wages have been 
paid “in envelopes” or in other words unofficially using shadow accounting 
systems, then incomes have been hidden from tax and other public authori-
ties. The best cure for it would be downsizing of tax burden towards employ-
ees while the social burden is too high especially for SME. As well while 
CEES SME do not have experience to attract capital from the share market, 
the role of banks is extremely important. Currently the CEES do not have 
enough financial sources to pour money into financial institutions to deal with 
deteriorating conditions to get a loan from the banks. European initiatives to 
attract capital for SME would be helpful. Finally national policy in Europeani-
zation of the private law area should be a part of countries economic devel-
opment policy. And even if a country chooses to take a patriotic stand as  
a reaction to growing economic interdependence, it should be viewed not in 
isolation any more but has to be seen in a global context. It could not be iso-
lated and treated as a national private law affecting national economic de-
velopment only for one simple reason- it will affect the decisions made by 
business entities from the Single Market, so it will definitely have European 
dimension. Especially corporate social responsibility institute in the EU 
needs further elaboration and corporations, their shareholders, management 
and credit institutions should make decisions without breach of social protec-
tion requirements by their own will. Namely companies themselves could ob-
ligate to certain standards of behavior in order to have long term commit-
ments and take interests groups’ considerations into their planning. 
Standards of so called soft law could be used to protect interests of stake-
holders, while it is more useful for companies to react themselves to cure 
social illness then to wait for response from public institutions from costs 
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perspectives. But especially in the CEEC effective cooperation between 
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